















































Recent Saudi moves tend to defusc any envy vhich might lurk among its
more powerful but impoverished Arab necighbors because of the gréat riches now
showering the Kingdom. Generous &id programs are going into effect to benefit
other Arab states. Arab workers are imported in large numbers to participate
in the industrialization of the country. To date, these policies of "share
the wealth" appear to be working. The borders of the count;y, notably to the
south are now quieter than they have been for éome time. There are no signs
of hostility to Saudi Xrabia within the Arab bloc.

) A key element in Saudi policies is the readiness to follow the inter-
national'lead of Egyft as the most powerful of the Arab states. The Saﬁdis stand
vith the Egypfian approach in resolving the Arab-Israeli dispute. They appear
almost eager that the main issﬁes be negotiated at once. In conversations there
are concilatory references to the Jews as "our semitic cousins." Allusions are
. made to past peacé&ful“and-ccoperative~eo-existence .with.Jews. JIsrapl's right
“to exis£ and even to have its borders guaranteed are freely acknowledged.
tCOntemporary leaders in the various Aradb states are described as "a group of
moderates" who offer perhaps the last best opportunity for compromise of the

Arab-Israeli problem. As for the role of the United States in bringing about
a settlement,J{he Saudi leaders do not ﬁuestion the gooﬁ intentions of the
Secretary of State and they have no desire to see the problem thrown into a
Ceneva meeting. Nevertheless, there are indications of anxiety and impatience.

" The point which the Saudis emphasize is that the time is now, for an
" across-the-board settlement.\ They citu.fhe long-standing issues--the Goian
Heights, the 1957 border demgfgation, the West Bank, Jerusalem and the Palestinie
Refugecs. ‘In citing them, however, they leave the impression of flexibility and

a rcadiness to come to grips with these issues on the basis of accommodation.



vwssnwsaom b regaracd by the Saudis as anathema to Islam and they

* have rejected repeated Soviet overtures for regular diplomatic relations.

Anxicties are readily kindled, therefore, by any prospect of Soviet penctration
in the Middle 2ast. The Saudis are'deé;iy disturbed, for example, by the U. S.
antagonizing of Turkey over the Cyprus question apparently in fear that it would
turn that country towards the Soviet Union. That kind of réalinement could

create precisely the sort of outside pressure on the Arabian peninsula which

* would be devastating tb the hope for stability. They are also concerned over

the Soviet military base at Berbera in Somalia.

: Unfortunatély, it must be addéd, some anxieties have also arisen
regardipg the intentions of fhe United States. The inappropriate statements
of U, S. officials, for example, in regérd to a "military soluiion" to the

price-fixing by 0.P.E.C. were badly received in Saudi Arabia. It is the height

~of folly for U. S. officials to continue to hold out any prospect of an invasion

of the Saudi oil fields. Aside from the political and moral aspects of the
question, any invading U. S. force would find the highly sophisticated technology
of the 0il fields damaged so badly that it would be a long, long time before
the wells could be put back into operation.

vhat is needed, is not saber rattling but progress toward a Middle
East settlement and policies geared to tha£ goal. Vhile the President's sub-
sequent clarification was welcomed, the Saudi leaders remain on guard with
reference to our intentions. In this connection, it should be noted that the
Saudis do not approve of the\development of Diego Carcia as a U. S. military
base. They have also withdrnﬁh their support of U. S. naval leasing at Bahrein.
There are even suspicions of tﬁe possibility of Jjoint Soviet-U. S. understandings

regarding the Middle East. ' "
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It is againgt this background that the Saudis are segking greater
diversification in their relationships abroad. In this connection, fhere is,
of course, their cooperation with other oil producing states in 0.P.E.C. In
addition, Western Europeans and Japanese are being involved in increasing
numbers in development projects inside Saudi Arabia. Such a.trend, in my judg-

ment, is to be welcomed. In coming years Saudi Arabija's importance to the world

.. will continue to grow. Even the most strenuous conservation efforts by tle

industrial nations cannot forestall an increasing dependency on the petroleum
resources of the Arabian peninsula.

. ﬁhe reservoir of good feeling towards the United States.in Saudi Arabisza,
in any event, is ample and our role is likely to remain very large in that
nation's affairs. "“The true wish of my country,” Crown Prince Fahd said to me,

-

"{s to have the strongest and most cooperative relations with the United States

. in all Tields and all ratters." Nevertheless, a U. S. economic or political

monopoly is neither possible nor desirable in the situation which is developing
in Saudi Arabia. The heretofore top-heavy ties with the United States and, for
all practical purposes, with a segment of one U. S. indﬁstry have become sone-
thing of an anomaly. Their persistence could result in a U. S. involvement in

& manner and to a degree unrelated to the fﬁndamental interests of the nation.

It should be noted, in this connectioﬁ, that Aramco has relinquished without
complaint and perhaps with approval all ownership rights in petroleum opcrations
in Saudi Arabia to the Royal.Governmcnt in return for operating contracts. The
significance of this transac%ion is obscure and the U. S. Eﬁbassy in Soudi Arabis

could offer no clarification, conceding that they have no knowledge of the

relationship between the company and the Saudi government! .
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.As for 0.P.E.C., i? is conceivable that the'Saudi influence could be,
as it is contended in Jcddah, a restraining one on the policies and practices

of the cartel. The very magnitude of the Saudi petroleum reserves makes it
possible for the'Kingdom to afford a much ﬁroader and magnanimous approach

than any of the other members. Moreover the reputed "brains" of 0.P.E.C.,

Shaykh Ahmed Zaki Yamani of Saudi Arabia, is an extremely perspicacious man who
bas cultural ties with the United States and is even sending his daughter to
school here. He knows the stakes in O0.P.E.C. are more than oil revenues. He
kno;s that for a small and weak nation sitting on an immense share of a universal
coveted resources, the sky is not the limit.

To sum up, then, Saudi Arabia is riding a flood-tide of oil at high

prices into a leading role in the lMiddle Eastern world and international

" financial circles. If the 0ld roads still lead the Moslem pilgrims to Mecca

--~gna-Medina, the - new- roads--tead-natieons -and-businessmen 10 -Jeddah -and Ryadh.
While the Kingdem is on %he way to becbming a new promised land, however, the
potential of being waylaid-by internal and external pressures is such that a
"zone of peacef in the Middle East may well be the sine-qua-non of its survival.
Within the region, the Saudis appear ready to do wvhat must be done in this
respect by following enlightened policies in order to bring about stability in
their relationship with the other Arab states and with Israel.

The future of the Kingdom is also dependent, however, on developments
beyond the Middle East, on Soviet intentions, for example, and on the policiles
of the United States. The survival, stability and development of Saudi Arabia
are clearly in the interests of _this nation. It is also in our interests to
participate, as our participation is sought, in the internal devélopmcnt of that

country. We should, however, guard against any tendencies vhich originate cither
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within our own bureaucratic structure or in the interested oil companies or

both to equate "participation“ with exclusivity. Others have a vital stake in
the situation in Saudi Arabia, in some respects larger than ours. This nation,
for exemple, has a margin of time and the possibility of finding alternatives

to Saudi petroleum; the nations of Western Europe do not. Their full participa-
tion, along with other oil?dependent nations, ‘in the situation as it involves
Saudi Arabia will serjg to diversify the inherent risks. We should take what-
ever initiatives are possible, therefore; to try to keep the policies of Western
Europe and others aligned with ours.

' As for O.?{E.C., it would be wise to assume that it is here to stay
and that Saudi Arabia will remain the lynch-pin of the cartel. Efforts to break
0.P.E.C. are likely to prove fruitless. The best counter to 0.P.E.C., in my
Judgment, is not military threat, econémic embargo or political manipulation,

.«hnilan”‘“tﬁnsawefﬂart‘atmeunsepuaxion-opretroleum«at‘home~£nd‘the'diversifica-

tion of the sources of our energy supply.
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ENERGY TALKING POINTS FOR PRESIDENT
AT BI-PARTISAN LEADERSHIP MEETING

With regard to o0il decontrol, I met with Speaker Albert
and Senator Mansfield last week to discuss this issue.

I feel that the 39-month phased decontrol plan with the
$11.50 cap on new oil I sent to the Congress in late

July went more than half-way in meeting the concerns
voiced by members of Congress. By increasing the quantity
of o0il decontrolled from 1 1/2% the first year to 2 1/2%,
then 3 1/2% in the last 15 months and gradually increasing
the cap by $.05 per month, it would have rolled back
prices during the first year and assured that future OPEC
price increases would not be mirrored in higher domestic
0il prices. Unfortunately, it was rejected by the House
of Representatives.

At Mike Mansfield's and Carl Albert's request, I

indicated that I would be willing to sign a 30-45 day
extension of the EPAA if I could be reasonably assured
that the Congress would accept my 39 month decontrol plan.
I believe such an approach is best, and a compromise
would be in the nation's best interest.

While I would like to compromise, I have heard statements

 from some members of Congress who appear to be putting

politics ahead of the development of a national energy
policy. While I hope they don't prevail, if compromise
is not possible, I will veto any extension of price
controls. However, to ease the impacts of immediate
decontrol, I will take several steps.

First, I will remove the supplemental fees on petroleum
imports and again support a windfall profits tax and
rebates to consumers of the tax revenues.

As part of the natural gas emergency legislation I will
propose shortly, I will ask for authority to protect
historical users of propane, such as farmers and rural
homes.

Finally, I will submit legislative proposals to help
independent refiners and marketers adjust to decontrol.





